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Rating Rationale

Acuite has assigned long-term rating of "ACUITE BBB-' (read as ACUITE triple B Minus)
and short term rating of ‘ACUITE A3+’ (read as ACUITE A Three Plus) on the Rs. 11272.15
crore bank facilities of Punjab State Power Corporation Limited (PSPCL). The outlook is
'Stable’.

Rationale

The rating assignment factors in the company's importance for Government of Punjab and
the company being 100% susidiary of the same, imrpoved operational performance of the
company in FY22 vis-a-vis FY21. The company has experienced and well qualified set of
management and the company will be benefitted by the same. The above strengths are
underpinned due to company's poor liquidity position and moderate financial risk profile.
Further the rating is constrained due to multiple audit qualifications made by the auditors.

About the Company

Govt. of Punjab vide its noftification dated April 16, 2010 unbundled Punajb State Electricity
Board into two companies viz Punjab State Power Corporation Limited and Punjab State
Transmission Corporation Limited. PSPCL is 100% subsidiary of Government of Punjab and is
engaged in generation and distribution of power in the state of Punjab. PSPCL generates
power through its Thermal and Hydel Power Plants and gets power as per long term PPAs.

Analytical Approach

Acuite has considered the standalone business and financial risk profiles of PSPCL to arrive at
the rating and further adopted a notch up framework to take info account the significant
support being provided by the government of Punjab. We believe that this company is very
strategically important for the government in supporting the infrastructure of the sate apart
from that the latter having a moral obligation to support a 100% owned entity.

Key Rating Drivers
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Strengths

Strategicallly important entity for Government of Punjab

PSPCL is a strategically important entity and forms the backbone of the power sector
infrastructure of state. The company is in power generation and Distribution Company in
Punjab. PSPCL owns thermal and hydel power plants. Further, state Government of Punjab

has also extended irevocable and unconditional guarantee for the entire bank facilities of
the company. Hence, support form GOP is crucial for rating and hence credit profile of state
of Punjab is of key importance.

Improvement in Operating Performance

Operating income of company is projected Rs. 35922.14 crore for FY 22 against Rs. 33281.88
crore in FY 21. (Audited). Operating income in FY 21 was lower than its previous level in FY 2020
due to lower demand in industry on account of covid lockdown restrictions.

Comfortable leverage position

Firm has moderate financial risk profile marked by healthy net worth and comfortable gearing.
Firm's net worth stood at Rs. 27723.21 Cr as on 31st March 2022(Proj.) as against Rs. 27376.78 Cr
as on 31st March 2021. Gearing levels (debt-to-equity) of the company stood at 0.57 times in
FY21 and is expected to remain approximately af the same level in coming years.

Weaknesses

Decline in Profitability

EBITDA Margin is projected at 6.89% for FY 22 against 10.33% in FY 21 (Audited) and PAT
Margin is projected at 0.96% for FY22 against 4.35% in FY 21 (Audited). PAT Margin reduced
due to drastic fall in Other Income Rs. 639.00 in FY 22 in comparison to Rs. 986.07 in FY
21(Audited)

Liquidity

Liquidity Company's liquidity is poor marked by its net cash accruals to its maturing debt
obligations. In FY 2022, the expected cash accruals are 1647.18 Cr against 2228.54 debt
obligation. Going forward the net cash accrual is expected to be Rs. 1655.45 crores for FY
2022-23 against CPLTD of 2338.36 Crin FY 2022. Expected Net cash Accruals to be Rs. 1608.87
Crores for FY 2024 against CPLTD of Rs. 2042.02 of FY 2023.

Weak Debt Protection Matrix

Debt service coverage ratio reduced to 0.84 times in FY2022 (proj.) from 1.30 times in FY
2021(Audited). Total outside liabilities to total net worth (TOL/TNW) stood at 1.11 times in FY21
and is expected to remain approximately at the same level in coming years. However,
Debt/EBITDA stood at 5.02 times as on 31 st March 2022(Prov.) as against 3.53 times as on 31
st March 2021.

Increase in AT&C losses
PSPCL's AT&C losses stood at 19.61% in FY22 as against 18.41% in FY21.

Rating Sensitivities

1. Significant improvement in the top line of the company resulting in to substantial
improvement in the profitablity

2. Timely and adequate Support from Govenment of Punjab

3. Efficient Bill and Subsidy collection

4. Reduction in AT&C Losses.

Material covenants
None

Liquidity Position

Poor

Company'’s liquidity is poor marked by its net cash accruals to its maturing debt obligations. In
FY 2022, the expected cash accruals are 1647.18 Cr against 2228.54 debt obligation. Going
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forward the net cash accrual is expected to be Rs. 1655.45 crores for FY 2022-23 against
CPLTD of 2338.36 Crin FY 2022. Expected Net cash Accruals to be Rs. 1608.87 Crores for FY
2024 against CPLTD of Rs. 2042.02 of FY 2023. Further the current ratio of the company stood at
1.19 fimes in FY21 and is expected to remain approximately at the same level in coming years.
The company's average bank limit utilization also remained at a higher level of 86.80% in past
12 months ending 31 st March 2022.

Outlook: Stable

Acuite believes that PSPCL will maintain a stable outlook over the medium ferm owing to ifs
experienced management and established market position. The outlook may be revised to
'Positive’ in case the Firm registers healthy growth in revenue while sustaining profitability.
Conversely, the outlook may be revised to 'Negative' in case of significant decline in
revenues, profit margins or deterioration in the financial risk profile and liquidity position

Key Financials

Particulars Unit | FY 21 (Actual) FY 20 (Actual)

Operating Income Rs. Cr. 33281.88 32713.05

PAT Rs. Cr. 1446.10 (1158.21)

PAT Margin (%) 4.35 (3.54)

Total Debt/Tangible Net Worth Times 0.57 0.63

PBDIT/Interest Times 2.61 1.05
Status of non-cooperation with previous CRA (if applicable)

None

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm

* Infrastructure Sector: https://www.acuite.in/view-rating-criteria-51.htm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-
53.htm

» Group And Parent Support: https://www.acuite.in/view-rating-criteria-47.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm

Annexure - Details of instruments rated

Lender’s Date Of | Coupon | Maturity |Quantum .
Name ISIN Faciliies Issuance Rate Date |(Rs.Cr.) Rating
State Bank|  Not Guz(r]onnlfree Not Not Not 211 ’A/‘A%UJTT
of India |Applicable (BLR) Applicable|Applicable|Applicable Assigned
: ACUITE
Indian
Not . Not Not Not BBB- |
O\é%r;ekos Applicable Cash Credit Applicable|Applicable|Applicable 0.05 Stable |
Assigned
. ACUITE
Punjab
. Not . Not Not Not BBB- |
Ngg%?(o' Applicable Cash Credit Applicable|Applicable|Applicable 147.38 Stable |
Assigned
ACUITE
State Bank|  Not . Not Not Not BBB- |
of India [Applicable Cosh Credit Applicable|Applicable|Applicable 169.27 Stable |
Assigned
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State Bank|  Nof . Not Not Nof BBB- |
of India [Applicable Cosh Credit Applicable|Applicable|Applicable 24.57 Stable |
Assigned
ACUITE
State Bank|  Nof : Not Not Not
of India [Applicable Letter of Creait Applicable|Applicable|Applicable 473.65 A?s\ié; eld
Punjab ACUITE
: Noft : Not Not Noft
National . Letter of Credit - - . 147.95 +
Bank Applicable efier ot Lrea Applicable|Applicable|Applicable A?s\igneld
. ACUITE
Punjab
. Not Not Not Not BBB- |
Gggg'gd Applicable Overdraft Applicable|Applicable|Applicable 131.82 Stable |
Assigned
ACUITE
Indian Nof Not Noft Nof BBB- |
Bank |Applicable Overaraft Applicable|Applicable|Applicable 100.20 Stable |
Assigned
ACUITE
Not Not | Proposed Term Not Not Noft 784.89 BBB- |
Applicable|Applicable Loan Applicable|Applicable|Applicable : Stable |
Assigned
ACUITE
Nof Not Noft Nof BBB- |
Uco chkApplicc:ble Term Loan available | available | available 133.93 Stable |
Assigned
: ACUITE
Indian
Not Not Not Not BBB- |
O¥erseas lapplicaple| '™ L2 | avaiable | available | avaiable | 7990 [stable |
Assigned
ACUITE
Central
Not Not Not Not BBB- |
Fno(;\igof Applicable ferm Loan available | available | available 750.00 Stable |
Assigned
ACUITE
Indian Not Not Not Not BBB- |
Bank |Applicable femLoan | 4\ gilable | available | available | ©48-19" |stable |
Assighed
ACUITE
Bank of Noft Not Not Noft BBB- |
Baroda [Applicable Term Loan available | available | available 687.79 Stable |
Assigned
ACUITE
Bank of Not Not Not Not BBB- |
india |Applicable| €™M LOAN | (udilable | available | available | 6672 |stable |
Assigned
ACUITE
Canara Not Not Not Not BBB- |
Bank |Applicable Term Loan available | available | available 2014.37 Stable |
Assigned
ACUITE
State Bank|  Not Not Not Not BBB- |
of India |Appiicable] €™M | qvgilable | available | available | 8744 [staple |
Assigned
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Punjab
. Not Not Not Not BBB- |
oggggd Applicable Tem Loan available | available | available 300.00 Stable |
Assigned
. ACUITE
Punjab
: Not Not Not Not BBB- |
Ngg%rllol Applicable Term Loan available | available | available 660.12 Stable |
Assigned
: : . ACUITE
Punjab Working Capital
: Not Not Not Not BBB- |
Ngg%rl](o' Applicable Derpﬁg%t;mn available | available | available 600.00 Stable |
Assigned
. . ACUITE
State Bank|  Not | SOrking Capiial o Not Not | 45000 | BBB- |
of India |Applicable (WCDL) available | available | available ' Stable |
Assigned
. . ACUITE
Canara | Not | oring Caplial o Not Not | s0000 | BBB- |
Bank |Applicable (WCDL) available | available | available : Stable |
Assigned
. . ACUITE
ndian | Not |Norking Capial o Not Not | ;4959 | BBB- |
Bank |Applicable (WCDL) available | available | available : Stable |
Assigned
. . . ACUITE
Indian Working Capital
Not Not Not Not BBB- |
O\é%r;ios Applicable Derpﬁg%t;mn available | available | available 120.00 Stable |
Assigned
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and
Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is true, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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